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Question and Answer

[ found that I owed additional

tax when I completed my
1994 income tax return. What can
I do to make sure my 1995 return
will not show a balance due?

A You can either increase the

amount of Wisconsin income
tax withheld from your wages or
make estimated tax payments for
1995. To increase the amount of
income tax to be withheld from
your wages, file a new Form WT-
4, Employe’s Wisconsin With-
holding Exemption Certificate,
with your employer. Estimated tax
payments should be submitted with
Form 1-ES. (Note: In general, if
you do not have sufficient tax
withheld from your wages, you
ate required to make estimated tax
payments if you expect that you
will owe $200 or more with your
Wisconsin tax return.)

I am getting a large refund of

Wisconsin tax each year.
What can I do so that my employ-
er withholds less tax from my
wages?

You should first determine if

your withholding can be re-
duced a sufficient amount by
claiming additional withholding
exemptions. If you are not claim-
ing the maximum number of ex-
emptions allowed, you may de-
crease your withholding by claim-
ing an increased number of ex-
emptions. (Note: Each additional
withholding exemption claimed
will reduce your withholding by
$20 on an annual basis.)

If you are claiming the maximum
number of exemptions allowed and
your withholding is still more than

your estimated tax liability, you
may file Form WT-4A, Wisconsin
Employe Withholding Agreement,
to decrease the amount of tax to
be withheld. A copy of Form 4T-
4A is filed both with your employ-
er and the Department of Reve-
nue.

I file my federal return using

a filing status of “qualifying
widow(er) with dependent child.”
What is my filing status for Wis-
consin?

You should use the “head of

household” filing status for
Wisconsin. A person who qualifies
to file his or her federal return as
a “qualifying widow{er) with
dependent child” may use either
the “head of household” or the
“single” filing status. Because a
person filing as “head of house-
hold” is allowed a greater standard
deduction, it will be advantageous
to use the “head of household”
filing status.

My wife and I keep a boat in

a rented dock slip at a nearby
lake during the summer. 1 under-
stand that sales tax is due for the
slip rental. My questicn concerns
winter boat storage.

The owner of the marina where
we keep our boat pulls our boat
out of the water and onto his land
in the autumn, and returns it to the
water in the spring. Is Wisconsin
sales tax due on this winter stor-
age service?

Yes. Charges for docking and
storing boats are subject to
Wisconsin sales tax. I

Income, Sales Tax
Evaders Charged

In October 1994, criminal charges
were filed in ten different counties
against 26 persons, for evading state
sales taxes. The 26, who all pur-
chased used motor vehicles, were
suspected of underreporting the
purchase prices when registering the
vehicles. Department of Revenue
special agents have investigated over
75 similar cases, representing over
$38,000 in unreported sales taxes.

If convicted, the 26 persons charged
each face up to 30 days in jail and
fines up to $500. In addition, most of
the other persons have received
assessments for additional taxes,
interest, and penalties.

In February 1995, a self-employed
Milwaukee area bookkeeper, Julie L.
Zorn, 34, 7701 West Casper Street,
pleaded guilty, in Milwaukee County
Circuit Court, to charges of theft,
forgery, and income tax evasion.

Between 1991 and 1993, Zorn operat-
ed a bookkeeping service, J&A Con-
fidential Services, in which she did
bookkeeping for the Rheumatic Dis-
ease Center. Prosecutors alleged that,
during that time, Zorn inflated the
hours she worked at the Rheumatic
Disease Center and forged the signa-
tures of doctors on checks, embez-
zling over $157,000.

It was also alleged that Zorn altered
her own payroll records at the Rheu-
matic Disease Center, and filed fraud-
ulent state income tax returns for
1991, 1992, and 1993, evading
$10,985 in state income taxes during
those years.

Zorn could be sentenced to up to
twenty-five years in prison and fined-
up to $30,000.
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Also in February, Racine business-
man Alan J. Sapko, 41, 333 Lake
Avenue, entered a no contest plea in
a scheme to evade state sales taxes
related to the purchase of a boat.

According to the criminal complaint,
Sapko purchased a 47 foot boat in
March 1994 for $275,000. Sapko
altered the bill of sale to make it look
like he paid only $27,500 for the
boat. He then registered the boat
using the altered records and evaded
$12,375 in state sales taxes. At the
time he registered it, he told a De-
partment of Natural Resources agent
that he got the boat for only $27,500
because both the hull and the engines
had been damaged.

In a plea negotiation, Sapko pleaded
no contest to one misdemeanor count
of obstructing an officer, for lying
about the purchase price at the time
he registered the boat. Racine County
Circuit Judge Stephen Simanek found
Sapko guilty, fined him $2,000, and
further ordered him to pay an-addi-
tional $7,004 to the Department of
Revenue for interest and a civil fraud
penalty, for understating the purchase
price of the boat. Sapko previously
paid the $12,375 in additional taxes
during the investigation. O

Felony Theft Conviction
for Failure to Pay Sales
Tax

In January 1995, Racine businessman
John R. Balestrieri, 37, 2512 LaSalle
Street, pleaded guilty to felony theft
by a trustee, for failure to remit sales
taxes that he collected. He was
convicted in Racine County District
Court by Judge Emmanuei J.
Vuvunas.

Balestrieri, who operates The Flower
Shop, 3900 Erie Street, had been
charged with collecting but failing to
remit to the state $11,714.13, be-
tween January 1992 and March 1994.
Department of Revenue investigators

had alleged that Balestrieri used the
tax momnies to pay his own salary,
satisfy a debt on a corporate bank
loan, and pay off other vendors.

Balestrieri could be sentenced to a
maximum of up to two years in pris-
on and $10,000 in fines. []

Farmers Receive Nearly
$46 Million in Tax
Credits

Nearly $46 million in direct benefits
were distributed to Wisconsin farmers
in 1994 through two state programs,
the farmland preservation credit
program and the farmland tax relief
credit program. About 23,500 Wis-
consin farmers claimed farmland
preservation credits amounting to
$29.9 million, and 61,000 farmers
received farmland tax relief credits
totalling $15.9 million in 1994,

Farmiand Preservation Credit

Benefits averaging $1,274 per claim-
ant were distributed through the
farmland preservation credit program,
which is intended to help protect
farmland through local land use plan-
ning and soil conservation practices.

To qualify for a benefit under this
program, farmland must be zoned for
exclusive agricultural use or be sub-
ject to a farmland preservation agree-
ment between the farmer and the
state. About 83% of the claims were
for land under zoning and 17% were
for land covered by agreements.

Farmland Tax Relief Credit

Farmland tax relief credits averaging
$260 were paid to farmers statewide
in 1994, These credits equal 10% of
the first $10,000 of property taxes on
qualifying farmland, exclusive of
improvements. This program, which
is in addition to the farmland preser-
vation credit, provides direct benefits
to virtually all farmers in the state.[]

Tax Publications
Available

The Department of Revenue publishes
over 40 publications that are avail-
able, free of charge, to taxpayers or
practitioners. To order any of the
publications, write or call Wisconsin
Department of Revenue, Shipping and
Mailing Section, P.O. Box 8903,
Madison, WI 53708-8503 (telephone
(608) 266-1961).

Number Title of Publication
(and last revision date)

102 Wisconsin Tax Treatment
of Tax-Option (S) Corpo-
rations and Their Share-
holders (12/94)

103 Reporting Capital Gains
and Losses for Wisconsin
by Individuals, Estates,
Trusts (10/94)

104 Wisconsin Taxation of
Military Personnel (8/94)

109 Tax Information for Mar-
ried Persons Filing Sepa-
rate Returns and Persons
Divorced in 1994 (10/94)

111 How to Get a Private
Letter Ruling From the
Wisconsin Department of
Revenue (3/94)

112 Wisconsin Estimated Tax
and Estimated Surcharge
for Individual, Estates,
Trusts, Corporations,
Partnerships (8/94)

113 Federal and Wisconsin In-
come Tax Reporting Under

the Marital Property Act
(11/94)

114 Wisconsin Taxpayer Bill
of Rights (11/94)

116 Income Tax Payments Are

Due Throughout the Year
(12/91)

117 Guide to Wisconsin Infor-
mation Returns (5/94)
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118

119

120

200

201

202

203

205

206

207

210

211

212

213

214

216

400

410

Electronic Funds Transfer
Guide (12/94)

Limited Liability Compa-
nies (LLCs) (1/95)

Net Operating Losses for
Individuals, Estates, and
Trusts (11/94)

Sales and Use Tax Infor-
mation for Electrical Con-
tractors (7/94)

Wisconsin State and Coun-
ty Sales and Use Tax
Information (9/94)

Sales 'and Use Tax Infor-
mation for Motor Vehicle

Sales, Leases, and Repairs
(7/94)

Sales and Use Tax Infor-

mation for Manufacturers
(12/94)

Do You Owe Wisconsin

Use Tax? (Individuals)
(5/94)

Sales Tax Exemption for

Nonprofit Organizations
(9/90)

Sales and Use Tax Infor-
mation for Contractors
{7/94)

Sales and Use Tax Treat-
ment of Landscaping (5/94)

Sales and Use Tax Infor-
mation for Cemetery Mon-
ument Dealers (10/91)

Businesses: Don’t Forget
About Use Tax (5/94)

Travelers: Don’t Forget
About Use Tax (3/94)

Do You Owe Wisconsin
Use Tax? (Businesses)
(9/93)

Filing Claims for Refund
of Sales or Use Tax (12/94)

Wisconsin’s Temporary
Recycling Surcharge (12/94)

Local Exposition Taxes

(11/54)

500 Tax Guide for Wisconsin
Political Organizations and

Candidates (12/94)

501 Field Audit of Wisconsin
Tax Returns (12/92)

502 Directory of Free Publica-

tions (12/94)

503 Wisconsin Farmland Pres-

ervation Credit (12/94)

504 Directory for Wisconsin
Department of Revenue

(12/94)

505 Taxpayers’ Appeal Rights
of Office Audit Adjust-

ments (6/92)

506 Taxpayers’ Appeal Rights

of Field Audit Adjustments
(11/91)

507 How to Appeal to the Tax

Appeals Commission (8/92)

508 Wisconsin Tax Require-
ments Relating to Nonresi-

dent Entertainers (8/94)

509 Filing Wage Statements
and Information Returns

on Magnetic Media (3/94)

600 Wisconsin Taxation of

Lottery Winnings (11/93)

601 Wisconsin Taxation of
Pari-Mutuel Wager Win-
nings (3/94)

700 Speakers Bureau present-
ing ... (2/93)
W-166 Wisconsin Employer’s

Withholding Tax Guide
(5/90) ]

IRS Picks Up Speed on
the Information
Superhighway

Note: the following article was submitted by
John T, Ader, Director, Milwaukee District,
Internal Revenue Service

We live in an age of computers.
Recognizing that, the Internal Reve-

nue Service and the Wisconsin De-
partment of Revemue are both work-
ing to find new ways to use comput-
ers to help taxpayers and tax profes-
sionals meet their filing requirements.

The IRS now offers several filing
methods for people looking for alter-
natives to the traditional paper forms.
Two systems using computers —
Electronic Filing and the 1040PC —
are operating nationwide.

Electronic Filing

Electronic filing, in which accepted
participants send tax filing data for
their clients to the IRS from their
computers, is available for balance
due as well as refund returns. This
means taxpayers can file returns
earlier while still making tax pay-
ments by the April tax deadline. For
taxpayers receiving refunds, electron-
ic filing means a faster refund and the
option of having the money deposited
directly into their bank accounts.

Wisconsin was one of the first states
in the nation to offer electronic filing,
which was first tested in 1986. Na-
tionwide, electronic filing of federal
tax returns grew to about 13.5 million
individual returns in 1994. We be-
lieve that 15.5 million returns will be
filed electronically this year.

Wisconsin- was also one of the first
states in which taxpayers were able to
file their state returns electronically as
well as their federal.

1040PC Program

Home computer users can shorten
their paperwork and choose direct
deposit of their refunds with tax
preparation software that uses the
1040PC format. Unlike traditional
forms, which may have many blank
lines, the 1040PC format only prints
lines with entries. The result is a
three-column list that can, for exam-
ple, cut a regular 12-page return to
two pages. Taxpayers sign the
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1040PC printout and attach their W-2
forms and any other signature docu-
ments. These are mailed to the IRS.
Standard computers and printers
produce the 1040PC format on plain

paper.

When a refund is due, the software
may give the taxpayer the option of
entering the information for a direct
deposit to the taxpayers’ bank ac-
count. When additional tax is due, the
program prints out a voucher to
accompany the payment. The taxpay-
er can send everything at once, or
mail the 1040PC upon completion,
and subsequently send the payment
voucher and check to the IRS.

Benefits of Electronic Filing &
1040PC

These alternatives offer such benefits
as:

¢ More accurate returns. Returns
filed electronically or in the
1040PC format are more accurate
because the software programs
involved catch and correct mis-
takes while preparing the returns.
If there are errors on electronical-
ly-filed returns, the system alerts
the senders within a day or two so
they can make corrections and
retransmit the return. 1040PC
format returns are easier for IRS
data transcribers to process, reduc-
ing errors.

* Acknowledgments of receipt. Usu-
ally within 24 hours, the electronic
filer receives a message that the
IRS has accepted the return for
processing.

* Earlier refunds. When the IRS re-
ceives complete, accurate compui-
er-ready data, it can usually issue
refunds within three weeks, com-
pared to 40 days for paper returns.
The refund arrives even sooner
when a taxpayer elects to have the
money deposited directly into a

savings or checking account. For
alternatives which involve Direct
Deposit, there’s also greater secu-
rity — no lost or stolen checks.

Tax Forms on CD-ROM

Tax professionals with PCs can get
1040s on CD from IRS. Or, in plain
English, the Internal Revenue Service
now provides federal income tax
forms and publications on CD-ROM
for people who have computers.

Using the CD-ROM, people can view
1994 tax forms and publications on
their computer screens and print
them. The CD-ROM is not a tax
preparation software package.

The three-CD series can be ordered
for $69 through the Government
Printing Office Superintendent of
Documents. Call 202-512-1800 and
ask for stock no. 648-094-00004-3.
Or order through the GPO Federal
Bulletin Board on 202-512-1387. Tax
practitioners can fill out the order
form in IRS Publication 1045, Infor-
mation for Tax Practitioners.

IRS Goes On-Line with FedWorld

The Internal Revenue Service has
gotten in line (or rather on-line) by
offering federal income tax forms on
FedWorld, a service that calls itself
the electronic marketplace for govern-
ment information. FedWorld was
created in 1992 by the National Tech-
nical Information Service, within the
Technology Administration of the
U.S. Department of Commerce. It is
an on-line network that provides the
general public with government infor-
mation from over 60 agencies. To
date, FedWorld has been accessed
aver 1 million times.

If you have a computer and a mo-
dem, you will also have instant access
to details about free IRS assistance
programs, electronic tax filing, an-

swers to commonly asked questions,
and publications.

For people in the United States and
especially those living abroad, access
to RIS means instant access to forms
and information that would have
previously taken days or weeks to
receive.

People can download and print forms,
publications and monthly newsletters.
Once printed, on-line tax forms can
be filled in and mailed off just like
standard forms.

FedWorld can be dialed-direct by
setting modem parity to none, data
bits to 8, stop bit to 1, terminal emu-
lation to ANSI, duplex to full, and
communication software to dial
703-321-8020.

FedWorld is available free over the
Internet, which can be accessed by
setting the teinet to fedworld.gov
(192.239.93.3). For Internet File
Transfer Protocol (FTP) services,
connect to ftp.fedworld.gov
(192.239.92.205).

Technical questions regarding
FedWorld can be directed to the
FedWorld help desk 24 hours a day
at 703-487-4608.

Coming Soon for Wisconsin Tax-
payers: TeleFile

The IRS will expand TeleFile, its
telephone filing system, to more
states next year. We hope that Wis-
consin will be one of those states.
TeleFile is offered to single taxpayers
with income under $50,000 who file
Form 1040EZ. To use TeleFile, they
must not have any name or address
changes to their tax package label.

Last year, the IRS received 500,000
TeleFile returns. A typical TeleFiler
was 25 years old and had income of
$10,000 with about $25 of interest
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income. Asked why they used
TeleFile, taxpayers most often men-
tioned the faster refunds, ease of
filing, and convenience. More than
700,000 TeleFile returns are expected
this year.

TeleFilers prepare for their call by
writing down their interest income,
their total wages, and the amount of
tax withheld. Then, using a Touch-
Tone phone, they call a toll-free
number and enter the requested infor-
mation. The telephone call takes five
to seven minutes. The IRS will figure
the adjusted gross income, the tax,
and any refund or tax due while the
taxpayer is on the phone. Refunds
will be sent about three weeks afier
the telephone filing. Any fax due can
be paid by the April tax deadline.

IRS & WDOR: Moving into the
Future Together

All of these systems enable IRS to
process accurate information more
quickly and effectively. Joint
federal-state electronic filing is an
excellent example of a system which
enables us to take advantage of tech-
nology and reduce the cost of gov-
ernment. That saves tax dollars. And
that’s important to all of us. (]

Administrative Rules in
Process

Listed below are proposed new ad-
ministrative rules and changes to
existing rules that are currently in the
rule adoption process. The rules are
shown at their stage in the process as
of April 1, 1995, or at the stage in
which action occurred during the
period from January 2, 1995 to April
1, 1995.

Each affected rule lists the rule num-
ber and name, and whether it is
amended (A), repealed (R), repealed
and recreated (R&R), or a new rule
(NR).

Rules Sent to Legislative Council
Rules Clearinghouse

2.89 Estimated tax requirements
for short taxable years-NR

2.96 Extensions of time to file
corporation franchise or in-
come tax returns-R&R

3.03 Dividends received deduction

— corporations-R&R

Rules Sent to Revisor for
Publication of Notice

11.04 Constructing buildings for ex-
empt entities-A

Rules Sent for Legislative
Committee Review

11.13* Direct pay-NR

11.14* Exemption certificates, includ-
ing resale certificates-A

* hearing held 2/13/95

Rules Adopted But Not Yet
Effective

2.03 Corporation returns-R&R

2.04 Information returns and wage
statements-R&R

2.08 Returns of persons other than
corporations-R&R

2.10 Copies of federal returns,
statements, schedules, docu-
ments, etc. to be filed with
Wisconsin refurns-R&R

2.39  Apportionment method-A

Rules Adopted and in Effect
{adoption date February 1, 1995)

2.97 Earned income credit eligibili-
ty-NR

Emergency Rule in Effect

11.13* Direct pay-NR
* hearing held 2/13/95 U

Recently Adopted Rules
Summarized

Reproduced below is the text of a
new administrative rule, sec. Tax
2.97, *Earned Income Credit Eligibii-
ity,” adopted effective February 1,
1995.

Section Tax 2.97 was created to
describe a person’s eligibility for the
Wisconsin earned income credit, as a
result of a law change creating a
Wisconsin earned income credit
computed separately from the federal
credit. The text of sec. Tax 2.97 is as
follows:

Tax 2.97 EARNED INCOME
CREDIT ELIGIBILITY. (s.
71.07(9e)(ad), (ah), (ap) and (at), Stats.)
(1) GENERAL. Under s. 71.07(9¢)(ad),
(ah), (ap) and (at), Stats., certain persons
may claim an earned income credit based
on the person’s earned income or federal
adjusted gross income.

(2) DEFINITIONS. In this section:

(a) “Earned income”™ means:

1. Wages, salaries, tips and other
employe compensation.

2. The amount of the person’s net
earnings from self-employment for the
taxable year within the meaning of s.
1402(a) of the internal revenue code, but
net earnings shall be determined with
regard to the deduction allowed to the
person under s. 164(f), of the internal
revenue code.

(b) “Qualifying child” means, with
respect to any person for any taxabie
year, an individual:

1. Who meets the relationship test de-
scribed in sub. (5)(a).

2. Who, except as provided in sub.
{5)(a)3, has the same principal place of
abode as the person for more than
one-half of the taxable year.

3. Who meets the age requirements of
sub. (5)(b).

4. Whom the person properly identi-
fies under the requirements of sub.
(5)(c)-

(3) PERSONS ELIGIBLE FOR THE
CREDIT. (a) Except as provided in pars.
(b}, (c) and (d), a person who has a
qualifying child for the taxable year may
claim the earned income credit.
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(b) A person may not claim the
earned income credit for the taxable year
if the person is the qualifying child of
another person for that taxable year.

Example: You and your daughter
lived with your mother during the
taxable year. Both you and your mother
meet all the requirements for the earned
income credit for the taxable year.

Your daughter is your qualifying
child. Both you and your daughter are
qualifying children of your mother.

You cannot take the earned income
credit because you are your mother’s
qualifying child.

{c) If 2 or more persons would be
treated as eligible for the credit with
respect to the same qualifying child for
taxable years beginning in the same
calendar year, only the person with the
highest federal adjusted gross income for
the taxable year may claim the earned
income credit with respect to the qualify-
ing chiid.

Example: You and your 5-year-oid
son moved in with your mother in
April. You are not a qualifying child of
your mother. Your son meets the con-
ditions to be a qualifying child for both
you and your mother. Your federal
adjusted gross income for the taxable
year was $7,000 and your mother’s was
$14,000. Since your mother’s federal
adjusted gross income was higher, only
your mother may claim the earned
income credit with respect to your son.

(d) A person who claims the foreign
earned income exclusion under s. 911 of
the internal revenue code for the taxable
year may not claim the earned income
credit.

(4) EARNED INCOME COMPUTA.-
TION. (a) The earned income of a person
shall be computed without regard to any
marital property laws.

{(b) No amount received as a pension
or annuity may be taken info account in
computing earned income.

(c) No amount to which s. 871(a) of
the internal revenue code applies, relating
to income of nonresident alien individuals
not connected with United States busi-
ness, may be taken into account in com-
puting earned income,

(5) “QUALIFYING CHILD” RE-
QUIREMENTS. (a) Relationship test. 1.
An individual bears a relationship to the
person if the individual is any of the
following:

a. A son or daughter of the person,
or a descendant of either.

b. A stepson or stepdaughter of the
person.

¢. An eligible foster child of the per-
son.

2. Subdivision 1 does not apply to
any individual who is married as of the
end of the person’s taxable year unless
the person is entitled to a deduction under
s. 151 of the internal revenue code for
that taxable year with respect to the
individual or would be so entitled but for
par. (2) or (4) of s. 152(e) of the internal
revenue code,

3. For purposes of subd. l.c, an
eligible foster child is an individual not
described in subd. 1.a or b who:

&. The person cares for as the
person’s own child.

b. Has the same principal place of
abode as the person for the person’s
entire taxable year.

4, A child who is legally adopted or
who is placed with a person by an autho-
rized placement agency for adoption by

the person shall be treated as a child by
blood.

(b) Age reguirements. An individual
meets the requirements of this paragraph
if the individual meets any of the follow-
ing conditions:

1. Has not attained the age of 19 as
of the end of the calendar year in which
the taxable year of the person begins.

2. Is a student as defined in s.
151(c){4) of the internal revenue code
who has not attained the age of 24 as of
the end of the calendar year.

3. Is permanently and totally disabled
as defined in s. 22(e)(3) of the internal
revenue code at any time during the
taxable year.

(c) Identification requirements. The
requirements of this paragraph are met if,
as part of the tax return on which the
credit is claimed:

1. The person provides the name and
age of each qualifying child,

2. In the case of a qualifying child
who has attained the age of one year
before the end of the person’s taxable
vear, the person provides the taxpayer
identification number of the qualifying
child.

(d) Abode must be in the United
States. The requirements of sub. (2}(b)2
and par. (a)3.b shall be met only if the
principal place of abode is in the United
States.

Note: The provisions of this sec-
tion are effective for taxable years
beginning on or after January 1, 1994,
as a result of the enactment of 1993
Wis. Act 16, which created s.
71.07(9e)(ad), (ah), (ap) and (at), Stats.
Prior to the enactment of 1993 Wis.
Act 16, the Wisconsin eamed income
credit was based on a percentage of the
federal basic earned income credit. [
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